Ontario: Annual Statutes

1974

c 75 The Corporations Tax Amendment Act, 1974
(No. 1)
Ontario

© Queen's Printer for Ontario, 1974
Follow this and additional works at: http://digitalcommons.osgoode.yorku.ca/ontario_statutes
Bibliographic Citation
The Corporations Tax Amendment Act, 1974 (No. 1), SO 1974, c 75

Repository Citation
Ontario (1974) "c 75 The Corporations Tax Amendment Act, 1974 (No. 1)," Ontario: Annual Statutes: Vol. 1974, Article 77.
Available at: http://digitalcommons.osgoode.yorku.ca/ontario_statutes/vol1974/iss1/77

This Statutes is brought to you for free and open access by the Statutes at Osgoode Digital Commons. It has been accepted for inclusion in Ontario:
Annual Statutes by an authorized administrator of Osgoode Digital Commons.

1974

CORPORATIONS TAX

629

Chap. 75

CHAPTER 75
An Act to amend
The Corporations Tax Act, 1972
Assented to December 2nd, 1974

H

ER }fA.JESTY, by and with the advice and consent of the
Legislative Assembly of the Province of Ontario, enacts as
follows:
1.-(1) Subsection 1 of section l of The Corporations Tax A ct, ~·i1i~~dect
1972, hc·ing chapter 143, as amended by the Statutes
of Ontario, 1973, chapter 157, section 1, is further
amended by adding thereto the following paragraph:

30a. "family farm corporation" means a corporation
that is throughout the fiscal year a corporation,
i.

c'.very share of the capital stock of which
that confers on the holder thereof the right
to vote was owned by an individual ordinarily
resident in Canada or by such individual and
a member or members of his family ordinarily
resident in Canada,

11.

95 per cent of the assets of which \Vere
farming assets, and

lll.

which carried on the business of farming
in Ontario through the employment of a
shareholder or a member of his family actually
engaged in the operation of the farm.

(2) Paragraph 31 of subsection 1 of the said section

is s. l

repealed and the following substituted therefor:
31. "farming" includes tillage of the soil, li\'e stock
raising or exhibiting, maintaining of horses for
racing, raising of poultry, fur farming, dairy farming, fruit growing, and the kc·cping of bees, but does
not include an office or employment under a person
engaged in the business of farming and, for the
purposes of subsection 2 of section 135 only,
docs not include the maintaining of horses for
racing;

(l ). par. 31,
re-enacted
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Jla. " farming assets" of a family farm corporation
111eans,
1.

cash , trade accounts receivable, supplies and
inventory of commodities or things produced,
raised or grown through farming,

11.

land, buildings, equipment, machinery and
live stock that are used chiefly in the operation of the farm by the corporation,

m. any right or licence granted or issued under
any Act of the Legislature that permits or
regulates the production or sale of any
commodity or thing produced, raised or grown
through farming,
iv. the building in which a shareholder or a
member or members ot his tarnily f\"'ide
who arc engaged in the operation of the farm
if that building is on land that is used or
is contiguous to land used by that shareholder or member or members of his family
in the operation of the farm,
v . shares in another family farm corporation.
s. 1 OJ.

amended

(3) Subsection 1 of the said section 1 is further amended
by adding thereto the following paragraph:
43a. "member of his family" means, with respect to an
individual referred to in paragraph 30a,
1.

his spouse,

11

his child,

iii. his father , mother, brother or sister or any
lawful descendant of such brother or sister,
iv. the brother or sister of his father or mother
or any lawful descendant of any such brother
or sister,
v . the father, mother or any brother or sister
of his spouse or any lawful descendant of
any such brother or sister,
vi. his son-in-law or daughter-in-law,
R.S.O. 1970.
C. 64

vii. a person adopted by him under Th<' CT11ld
Welfare Act or the spouse or any lawful
descendant of such person, or
viii. his grandfather or grandmother.
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2 . Subsection 1 of section 22 of the said Act, as amended by ~ ,;,~~~~ct
the Statutes of Ontario, 1973, chapter 42, section 4, is further
amended by adding thereto the follov..-ing clause:

(n) an amount paid or pavable by a corporation to aMineral
jurisdiction in respect ~f a mining royalty tax or a ~~~~~rec
mining tax based on the production of or profits
from the operation of a mineral resource in the
jurisdiction for the fiscal year, except as permitted
by regulation.

a.

Clause x of subsection 1 of section 2-l of the said Act is ;~~~~\~~rl.
repealed.

4. Subsections 1 and 2 of section 62 of the said . Act, as ~~~~~~c~~d
re-enacted by the Statutes of Ontario, 1973, chapter 157,
section 16, are repealed and the following substituted t herefor :
(1) Except as otherwise provided in this sectio n, there Allowanc"
.
.
. , .
f
for Oil 01'
may b e ded ucted m computmg a corporat10n s income or a gas well.
fiscal year such amount as an allowance, if any, in respect of, ~~~ic~· ;irnit
1

(a) an oil or gas well, mineral resource or timber
limit; or

(b) the processing, to the prime metal stage or its
equivalent, of ore from a mineral resource.
that is 33 Y3 per cent of the amount of the production profi ts
or other subject of allcrwance of the corporation for the
fiscal year as is prescribed by regulation.
(la) Where a corporation has income for a fiscal year *N~~·d~~~ for
from an oil well or gas well that is outside Canada, there ~~~a~~tside
may be deducted in computing the corporation's income for a
fiscal year, such amount as an allowa nce, if any, as is allO\ved
by regulation.
(2) For greater certainty it is hereby d eclared that, in Regulations
the case of a regulation made under subsection 1 prescribing
the amount of production profits or other subj ect of a llowance of a corporation in respect of an oil or gas well or a
mineral resource or in respect of the processing of o re,
(a) there may be prescribed by such regulation an
amount in respect of any or all ,
(i) oil or gas wells or mineral resources in \vhich
the corporation has an interest, or
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(ii) processing operations described in clause b
of subsection 1 that arc carried on by the
corporation ; and
(b) notwithstanding any other provision in this Act,
the Lieutenant Governor in Council may prescribe
the formula by \vhich the amount of production
profits or other subject of allowance of the corporation shall be determined.
ldem

(2a) For greater certainty it is hereby declared that, in
the case of a regulation made under subsection la allowing
to a corporation an amount in respect of an oil or gas
well that is outside Canada,
(a) there may be al!ovved to the corporation by such
regulation an amount in respect of any or all oil
or gas wells in which the corporation has any
interest; and
(b) notwithstanding any other provision in this Act,

the Lieutenant Governor in Council may prescribe
the formula by which the amount that may be allowed
to the corporation by such regulation shall be
determined.
s. 63.
amended

Idem

5.- (1) Section 63 of the said Act, as amended by the Statutes
of Ontario, 1973, chapter 157, section 17, is further
amended by adding thereto the following subsection:
(3a) A corporation other than a principal-business corporation may deduct, in computing its income for a fiscal year,
the lesser of,
(a) the aggregate of such of its Ontario exploration
and development expenses as were incurred by it
before the end of the fiscal year to the extent that
they were not deducted in computing its income
for a previous year, minus that portion of the
deduction allowed, if any, in computing its income
for the fiscal year under subsection 2 or 3 which
is reasonably attributable to Ontario exploration
and development expenses; and
(b) that

portion of the amount determined under
clause a equal to the amount of its income for the
fiscal year if no deductions were allowed under this
section, minus,
(i) that portion of the deduction allowed for the
fiscal year under subsection 2 or 3 which is
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reasonably attributable to Ontario exploration and development expenses, and
(ii) the deduction allowed for the fiscal year
under section 100.
(2) Subsection 4 of the said SlTtion 63 is amended by striking ;n~~~~ed
ont "suhsection 3" in the first line and insertin?: in
lieu thereof "subsections 3 and 3a".
(3) Subsection 9 of the said section 63 is amended by striking;·1 ~~~~.~d
out "In computing a corporation's Canadian exploration
and developmc'nt expenses" in the first and second lines
and inserting in lieu thereof "In computing the Canadian
exploration and development expenses and Ontario exploration and development expenses of a corporation".
(4) Subsection 10 of the said section 63 is amended by~~;,~J~~
striking out "\Vhere" in the first linl' and inserting in
lieu thereof "Except as otherwise provided in this section, where".
{S) The said section 63 is further amended by adding thereto ~.:;;,nckd
the following subsection:
~otwithstanding

subsection 10, where a cor pora- 1t.1em
tion other than a principal-business corporation has incurred
expenses the deduction of which from income is allowable
under subsection 2, 3 or 3a,
(10a)

(a) a corporation that is entitled to a deduction under
subsection 2 may, in addition to that deduction ,
deduct such additional amount as it may claim in
respect of Ontario exploration and development
c'xpenses under subsection 3a; and
(b) a corporation that is entitled to a deduction 1mder

subsection 3 may, in addition to that deduction,
deduct such >Hlditional amount as it may claim in
respect of Ontario exploration and development
expenses under subsection 3a.
(6) Subsection 12 of the said section 63, as amended lw
the"amen(
630l2>d.
J
c
Statutes of Ontario, 1973, chapter 157, section 17, is
further amended by adding thereto thC' following clausc·s:
(ea) "Ontario exploration and development l'XpC'nscs"

incurrl'cl by a corporation means any expenses that
would be Canadian exploration and ckvclopuH'nt
expenses incurred by the corporation if clause b
of this subsection vvere rC'ad as if till' refcn'n<cs
thC'rci n to,
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(i) " in Canada" were references to "in Ontario",
(ii) "after 1971" were references to "after the
9th day of April, 1974", and
(iii) "Canadian" were references to "Ontario";
(eb) "Ontario resource property" of a corporation means
any property that would be a Canadian resource
property of the corporation if clause c of this
subsection were read as if the references therein to,

(i) "in Canada" were references to "in Ontario",
and
(ii) "after 1971" \Vere references to "after the 9th
day of April, 1974".
S.

75 (2) (a).

re-enacted

Exemption
for three

years

s.1060.
enacted

Small

business
incentive
1970-71.

c. 63 (Can.)

6. Clause a of subsection 2 of section 75 of the said Act 1s

repealed and the following substituted therefor:
(a) Subject to the prescribed conditions, there shall
not be included, in computing the income of a
corporation, income derived from the operation of a
mine that came into production before 1974 to the
extent that such income is gained or produced
during the period commencing with the day on
which the mine came into production and ending
with the earlier of the 31st day of December, 1973
and the day thirty-six months after the day on
which the mine came into production.

7. The said Act is amended by adding thereto the following
section:
106a.- (1) There may be deducted from the tax otherwise payable under this Part for a fiscal year by a
corporation that, with respect to such fiscal year, was
eligible for a deduction under section 125 of the Income
Tax Act (Canada), an amount equal to the lesser of,
(a) 5 per cent of its eligible taxable paid-up capital
for the fiscal year; and

(b) 6 per cent of the amount determined under subsection 2.
Idem

(2) For the purposes of clause b of subsection 1, the
amount determined under this subsection is that proportion
of the least of the amounts determined under paragraphs
a, b, c and d of subsection 1 of section l25 of the Income
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Tax Act (Canada) for the fiscal year, not exCl:eding $50,000,
that,
(a) the amount of that portion of its taxable income
for the fiscal year that is deemed to have been
earned in Ontario, measured in accordance with
paragraph a of subsection 4 of section 124 of
the Income Tax Act (Canada) ,
~~~g-?6;,.n.)

bears to
(b) the total amount of the portions of its taxable
income for the fiscal year that are deemed to have
been earned in the provinces of Canada measured
in accordance with paragraph a of subsection 4
of section 124 of the Income Tax Act (Canada).
(3) In addition to the deduction permitted under sub- 1rkm
section 1 there may be deducted from the tax otherwise
payable under this Part for a fiscal year by a corporation ,
the amount, if any, by which the amount determined under
clause a of subsection 1 exceeds the amount determined
under clause b of that subsection for any of the five
fiscal years immediately preceding the fiscal year to the
extent that such amount has not previously been deducted
under this subsection except that,
(a) the amount that would othen.vise be deductible
under this subsection from the tax otherwise payable under this Part for a fiscal year shall not
be deducted for any fiscal year in respect of which
the corporation was not eligible for a deduction
under section 125 of the Income Tax Act (Canada)
or any subsequent fiscal year; and
(b) m no case shall the additional deduction allowed

under this subsection operate to permit a deduction for the fiscal year in excess of the amount
determined under clause b of subsection 1 for the
fiscal year.
(4) In this section,
{a) "eligible for a deduction under section 125 of
the Income Tax Act (Canada)" means otherwise
qualified for a deduction under section 125 of the
Income Tax Act (Canada), notwithstanding that
no deduction was allO\ved under that section for
the fiscal year by reason only that the amount
determined under paragraph a or b of subsection
1 of that section was nil for that fiscal year,

Interpretation

6J6
1970-71.
,. 63 (C'an ·
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and "not eligible for a deduction under section
125 of the Income Tax Act (Canada)" has a
corresponding meaning;
(b) "eligible taxable paid-up capital for the fiscal year"
means, in respect of any fiscal year ending after
the 9th day of April, 1974, the amount, if any,
by which,

(i) the taxable paid-up capital amount of a
corporation for that fiscal year determined
in accordance with subsection 6,
exceeds
(ii) the greatest of the taxable paid-up capital
amounts of a rnrporntion for the fiscal years
ending on or after the 31st day of March,
1973 and before that fiscal year, determined
in accordance with subsection 6,
minus any deduction required by subsection 5;
and
(c) "tax otherwise payable under this Part" means
the tax for the fiscal year otherwise payable by
the corporation under this Part after making any
deduction applicable under sec:tions 103, 104, lOS
and 106 but before making any deduction under
this section.
Reduct ton
of elig-ihle
paid-up

(5) Where, for the purposes of section 132, part of the
taxable paid-up capital of a corporation determined under
Division B of Part I I I for the fiscal year is deemed to
have been used in a jurisdiction outside Ontario, the
amount determined under clause b of subsection 4 shall
be reduced in the same ratio that the tax payable under
section l 31 is reduced for that fiscal year.

Taxable
paid-up
capital

(6) For the purposes of clause b of subsection 4-, "taxable paid-up capital amount" for a fisc:al year means
the amount of the taxable paid-up capital of the corporation determined under Division B of Part I II for
the fiscal year reduced by such of the following amounts
as are applicable,

capita

amount

(a) the amount by which the taxable paid-up capital
of the corporation for the fiscal year was increased by including in the paid-up capital of
the corporation for that fiscal year any appraiO'al
surplus;

197-1
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(b) the amount bv which the taxable paid-up capital
of the corporation for the fiscal year was increased by including in the paid-up capital of
the corporation for that fiscal year any amounts
that in the opinion of the l\'finister are r<'prcsented
by,

(i) tlw corporation's year-end cash balances,
(ii) Joan.;; receivahk from shareholders or anv
other person not dealing at arm's length
with such shareholders or the corporation.
or
(iii) assets transferred to the corporation in any
manner whats<H'\"<'r from a person with whom
the corporation was not dealing at arm's
length;
(c) tlw amount hy which the taxable paid-up capital

of the corporation for the fiscal year \\·as increased by including in the paid-up capital of
the corporation for that fiscal year amounts, other
than Pligible capital expPnditurf', represPnted by
goodwill or other intangihle assets;
(d) th(' amount by \\·hich the taxable paid-up capital
of the corporation for the fiscal year was, in the
opinion of the l\linister, artificially increased for
that fiscal year.

(7) For the purposes of this section, the following rules ~t~g~~~~~~apply.
~~~te~fon
(a) where a corporation did not have a fiscal year

ending prior to the 9th day of April. 1974, the
deduction permitted under this section shall commence with the fiscal year immediately followinµthe firc,t fiscal year of the corporation ·that i~ not
less than twelve months throughout which it carriPd
on an acti\'P hnsiness in Canada:

(b) where the fiscal \'ear of a corporation ending on
or after the 31st ·day of March, l<J73 is lt-ss than
t weh·e month,,, or where a corporation did not
carrv on an active bu,.,ine,.,s in Canada throughout
its -fiscal vrar that incl udcd the 31 s I da \' of
:\larch. I 9iJ, the deduction permitted un<ler. this
section shall commence with the fiscal year immediately follo\\'ing the fiscal year of the corpora-
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tion ending on or after the 31st day of l\farch,
1973 that is not less than twelve months throughout which it carried on an active business in
Canada.
S. lmllZ.

t"nactetl

S. The said Act is further amended hy adding thereto the
following section:
M nrtgage Investment Corporations

D1;>duct\Oll

fron1 tax

109a.- (1) In computing the income for a fiscal year
of a corporation that was, throughout the fiscal year,
a mortgage investment corporation,
(al there may be deducted the aggregate of,
(i) all taxable dividends, other than capital
gains dividends, paid by the corporation
during the fiscal year or within ninety days
after the end of the fiscal year (not exceeding the amount by which the taxable income of the corporation for the fiscal year,
determined without regard to the provisions
of this clause, exceeds the taxed capital
gains of the corporation for the fiscal year)
to the extent that such dividends were not
deductible hy the corporation in computing
its income for the preceding fiscal year.
and
(ii) one-half of all capital gains dividends paid
hy the corporation during the period commencing ninety-one days after the commencement of the fiscal year and ending
ninety days after the end of the fiscal
year; and
(b) no deduction may be made under section 100
in respect of taxable dividends received by it
from otl1cr corporations.

Dividend
equated to
bond inLetest

(2) For the purposes of this Act, any amount recei\'ed
from a mortgage investment corporation hy a shareholder
of tl1c corporation as or on account of a taxable dividend,
otl1er than a capital gains dividend, shall be deemed to
have heen received by the shareholder as interest payable
on a bond issued hy the corporation after 1971.
(3) Subsection 2 applies where the taxable diYidend
(other than a capital gains dividend) therein described
was paid during a fiscal year throughout which the paying
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corporation was a mortgage investment corporation or
within ninety days thereafter.
r>articular lime during the period capital
Elc<elinggarns
'
(4) \Vhere at anv
~
commencing ninety-one days after the commencement of dividend
a fiscal year of a corporation that was, throughout the
fiscal year, a mortgage investment corporation and ending
ninety days after the end of the fiscal year, a dividend
is paid by the corporation to shareholders of the corporation
and the corporation has elected in respect of the full
amount of the dividend in accordance with subsection 4
of section 130.1 of the Income Tax Act (Canada).
~~~i-/b;.,11 1
(a) the dividend shall he deemed to be a capital

gains dividend to the extent that it does not
exceed,
(i) two times the taxed capital gains of the
corporation for the fiscal year,
mtnus
(ii) such part, if any, of each dividend paid
by the corporation during the period and
before the particular time as is deemed by
this subsection to be a capital gains dividend;
and
(b) notwithstanding anything in this Act, any amount
received by a corporation in a fiscal year as or
on account of the dividend shall not be included
in computing its income for the fiscal year as
income from a share of the capital stock of the
paying corporation, but shall be deemed to be a
capital gain of the corporation for lhe fiscal year
from the disposition of capital property.
· ·
· .,.ct,
"
Public
(5) Notwithstanding any other prov1s10n
O f t l HS
corporalion
a mortgage investment corporation shall be deemed to be a
public corporation.

Meaningof
(6) For the purposes of this section ' a corr>oration is ··morl.gacrc
a mortgage investment corporation throughout a fiscal y ear investment ..
'l Hmt t 11e fi seaI year, 1t
· was a mortgage mvcst.
corporaLion
1·f , timmg
ment corporation as defined by subsection 6 of section
130.l of the Income Tax Act (Canada).
(7) In this section, "taxed capital gains" has the mean-Tnlerpret al10n
ing given to that expression by subsection 6 of section 109.
27 (lJ (d).
· 1
H.- · (1) Clause d of subsection 1 of section 127 of the ",;aid 8rnpealed
Act is repealed.

Chap 75
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"•' en.h'tt:.•\l

I 0. Subsection 2 of section 135 of the said Act is repealed

and the following substituted therefor:
(2) Subject to subsection 3, every corporation referred
to in paragraph 30a of subsection I of section 1, section 109a,
section 11-l and clause j of subsection 1 of section 122 shall,
in lieu of the tax payable under section 131 or 133,
pay ::i. tax of $50.

Idem

commencement and

application
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(2) Clau:;e c of subsection 2 of the said section 127 is
repcall'd.

l~7 l 2'

1·<'11t',\h'1l
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(3) Subsection 2 does not apply in the case of a corporation referred to in paragraph 30a of subsection 1 of
section I where. for the purposes of section 3J, the
:\linister has determined that the corporation's chief source
:)f income for a fiscal year is neither fanning nor a
rnmhination of farming and some other source of income.
I l.

(1) Jn this section, "the principal Act" means The Corporations Tax A ct, 1972, as amended by The Corporations
Tax Amendment Ad, 1973 (Nu. 1) and The Corporations
Tax Amendment Act, 1973 (No. 2).

Idem

(2) T his Act, except sections I, 2, 3, l, 5, 7, 8, 9 and 10,
comes into force on the day it receives Royal Assent.

Idem

(3) Sections 1, 5 and 10 shall be deemed to have come
into force on the 9th day of April. 197+ and apply
to corporations m respect of all fiscal years that end
after that date.

I ct em

(4) Sections 2, 3 and 4 shall be deemed to have come
into force on the 10th day of April, 1974 and apply
to corporations with respect to all fiscal years that end
after the 9th clay of April, 1974, except that, in
determining the amount of income of a corporation
under Part II of the principal Act, as amended by
t his Act, with respect to the fiscal year of a corporation
that ends after the 9th day of April, 197-l- and that
includes that day, the following rules apply,
(a) determine the income under Part II of the prin-

cipal Act, as amended bv this Act that, but
for the rules made applicable by this section ,
would be computed by the corporation for a fiscal
year that ends after the 9th day of April, 197-t
and that includes that day;
(b) determine the proportion of the amount determined under clause a that the number of <la\·~
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of the fiscal year that follow the 9th day of
April, 1974 bears to the total number of clays
of that fiscal year;
(c) determine the income that. but for the rules
made applicable by this c.ection, would b(' computed for the fiscal year that ends after the 9th
day of April, 1974 and that includes that day
under Part 11 of the principal Act as that Part
stood prior to the 10th clay of April, 1974, and
on the assumption that that Part was applicabh,
to that fiscal year;
(d) determine that proportion of tlH' amonn t determined under clause c that the number of days

of the fiscal year prior to the 10th day of April,
1974 bears to the total number of clays of that
fiscal year ;
(e) determine the aggregate of the amounts determined under clauses b and d in respect of the
corporation,
and the aggregate determined under clause c is the
income und(~r Part IT of the principal Act, as amended
by this Act, of a corporation for its fiscal year that
ends after the 9th day of April, 1974, and that includes that day.
(5) Section 9 shall be deemecl to have come into force

on the 10th clay of April, 1974, and applies to corporations with respect to all fiscal years that encl after
the 9th clay of April, 1974, except that, in determining the amount of the deduction from paid-up
capital of a corporation permitted unclcr clauS(' d of
subsection 1 of section 127 of the principal Act, repealed by this Act, with respect to the fiscal year of
a corporation that ends after the 9th day of April,
1974, and that includes that day, the following rules
apply,

(a) determine the deduction from paid-up capital permitted under clause d of subsection 1 of section
127 that, but for the rules made applicable by
this section, would be deductible by the corporation
for a fiscal year that ends after the 9th day of
April, 1974 and that includes that clay as that
section stood prior to the 10th cla) of .\pril,
1974, and on the assumption that that section
was applicable to that fiscal year;
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(b} determine that proportion of the amount determined under clause a that the number of days
of the fiscal year prior to the 10th day of April,
1974, bears to the total number of days of that
fiscal year,

and the amount determined under clause b is the
amount that is deductible by the corporation for its
fiscal year that ends after the 9th day of April, 1974,
and that includes that day.
Idem

(6) Section 7 shall he deemed to have come into force
on the 9th day of April, 1974 and applies to corporations
in respect of all fiscal years that end after the 9th day
of April, 1974, except that the amount to be determined under subsection 2 of section 106a for the fiscal
year that ends after the 9th day of April, 1974 and
that includes that day shall he that proportion thereof
that the number of days of the fiscal year that follow
the 9th day of April, 1974 hears to the total num her
of days of that fiscal year.

Idem

(7) Section 8 shall be deemed to have come into force
on the 1st day of January, 1972 and applies to any
fiscal year of a mortgage investment corporation commencing after 1971 .

Short title

12. This Act may be cited as The Corporations Tax Amendment
Act, 1974.

